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Application to Oklahoma City Public 
Schools – denied 2x
Administrative leadership

Facilities

Transportation

Finance

8.23.18 - Appeal to State Board of 
Education – approved

11.27.18 – Contract approved



Application
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Finance

• Grants
• Tribal partnerships
• Increasing 

enrollment

Enrollment

• Year 1 – Grades 6 
and 9 only; 150 
students

• Year two – Grades 6, 
7, 9 and 10; 300 
students

Educational program –
professional 
development

• Robust professional 
development for 
instructional and 
leadership staff

• One day each week 
school lets out early 
and faculty do PD all 
afternoon; 10 days 
added to school year 
to account for time

School leadership

• Leader applicant 
(Phil Gover) will not 
serve as school 
leader; a founding 
principal is being 
recruited

• Pool of candidates 
and would consider 
qualified, 
experienced school 
superintendent



Contract – Performance, Audits & Evaluation

4

Term – July 1, 2019 through June 30, 2024

Application incorporated

Authorized to operate School subject to terms of the Contract, the Charter Schools Act and all laws 
and regulations

Annually meet or exceed expectations on the School Performance Framework

Maintain compliance with Applicable Laws and regulations, as well as accreditation requirements.



Enrollment (Year 1)
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Projected: 150 
students

July 2019 e-mail: 
Short on 

enrollment, short 
on budget, need 
to add grades to 

increase 
enrollment

Oct. 1, 2020:39
students

June 2020: 46 
students



Enrollment (Year 2)
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Projected, year 2: 300 
students

46 in June ("will 
quadruple") 96 on Sept. 3, 2020

110 on Sept. 17, 2020 
(“If we can enroll 5 kids a 

day for the next few 
weeks, we can meet that 

goal”)

"Current enrollment is 
104. Need 175” (Oct. 1, 

2020)



Leadership & 
Employment



Leadership & 
Employment

• Teachers Retirement
• Sovereign not a member of Teachers 

Retirement in Year 1; board action to apply 
in Feb. 2020.



Leadership & 
Employment 
- Contracts
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No signed contracts in year 1

Crossover fiscal years

Incorrect dates

"TBD/COVID situation" listed as end of contract term

Report all at 210 days and ending June 30, 2020; 
however, not a consistent starting date

Underpaid personnel

No evidence of paying fringe benefits (life and disability)

Some employees without a contract



Leadership & Employment
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Jan. 2020

School founder and 
superintendent out

Feb 2020

Financial Exigency declared

June–July 2020

Board President and other board 
members resign

Dec. 2020

Board President and Secretary 
resign

Dec. 2020

Superintendent resigns; teachers 
fired; Superintendent rescinds; 
School Board fires Superintendent

Jan 2021

Office Manager/Operations 
Director->Interim Superintendent



Operations & Finances - Personnel Reporting

• Inaccurate certified reporting: 0 certified staff reported through SPR; 
reported 8 for flexible benefits
• OSDE: Personnel Report is late, please submit
• "attempt to begin reporting 3 weeks after the deadline is alarming and will potentially 

create a delay for 50,000+ certified employees..." (Aug. 6, 2020)
• OSDE: Please accurately complete these reports; do not hesitate to ask for 

assistance
• Sovereign's current superintendent: “100% confidence that will NOT happen in our 

2020-2021 reporting and data”
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Operations - Reporting
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• Failed to certify despite prior notices (June 30, 2020)

Annual Statistical Report (ASR)

• Financial statement of true fiscal condition of the district, estimated needs and probable income from all 
sources, due October 1

• Not submitted; missed statutory deadline

Estimate of Needs

• Reporting of prior year’s actual revenue and expenditures (submitted September 1, certified by September 30)
• OSDE: superintendent’s salary not reported; information, including Estimate of Needs not provided;
• No response

Oklahoma Cost Accounting System (OCAS)

• Due Oct. 1; Due again in Jan. 2021
• Sovereign's Oct. information not finalized until Feb.

Flexible Benefit Allowance (FBA) - 2020-21



Operations - Reporting
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Superintendent reported 
to be working 128 days 

for the year;

Employee reported as 
10 hrs/day for 261 days

Earnings and days of 
support personnel not 

accurate

Non-responsive to FY 21 
reporting due 10.15.20

First Quarter Statistical 
Report (Due Oct.; 

submitted Dec 31. 2020)

Encumbrance Clerk, 
Operations Director and 

Interim Supt. all the 
same (2021)

Superintendent contract 
not provided (2021)

Non-payment of 
employee insurance 

premiums (Jan. 2021)



Contract -
Governance
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School is responsible for academic, financial and 
organizational performance of the School
• May delegate authority, but remain responsible
• Decisions separate from Sponsor
• No authority to bind Sponsor
• Assume all liability

Bylaws modification require prior notice

Changes in Articles of Incorporation require prior 
notice

Changes in composition of governing board 
require prior notice



Open 
Meetings 
Violations
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Executive Session

• Not identified as anything other than “Executive 
Session” (Feb. 2020; July 27, 2020; Aug 6. 2020; 
Aug. 28, 2020; Sep. 3, 2020)

• Not on posted agenda, but in meeting minutes 
(June 4, 2020; July 2, 2020; July 9, 2020)

Meeting minutes reflect dates for which 
no meeting scheduled (May 3, 2020)



Open Meeting Violations (continuum)
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New Business – any matter not 
known about
• “New Business that did not make the 

agenda prior to posting.” (June 4, 
2020; July 2, 2020)

• Special meeting cannot include New 
Business

Discussion and vote to accept 
any resignation from current 

employee (June 4, 2020)

Discussion and vote to end 
contracts of any employee (June 

4, 2020)

”Item changed from original 
agenda posting” (July 9, 2020)

Motion to amend agenda item 
(July 2, 2020)

Emergency meeting – July 27, 
2020



Operations & 
Finances
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Facility fails inspection, "frantic" search for an alternative (July 2019)

Planning and Opening

• $325,000 grant from Walton Family Foundation
• $600,000 grant from Oklahoma Public School Resource Center
• What happened to nearly $1,000,000?

Financial shortfall realized; "immediately focused on fundraising and we 
reached out to many tribes for support."

Depositing checks into wrong accounts (Feb. 2020)

Declaration of financial exigency (Feb. 2020 – “Motion to establish financial 
exigency”)

Use Paycheck Protection Plan (PPP) loan to pay balance of lease on a school bus 
(May 2020).

"Merger" approved”



Operations 
& Finances -

Merger



Operations 
& Finances 
– Merger
(May 25, 
2020)
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State Board proposal for merger with Santa Fe South (see 
prior slide)
• Financial concerns

Proposal

• Santa Fe South assumes Sovereign Community School contract
• Santa Fe South operates the School campus
• School Board relegated to advisory role and is a foundation to support 

School (fundraise to repay Santa Fe South)
• Santa Fe South hires employees for 3 years
• Santa Fe South assumes all School financial obligations, with "debts 

repaid with assistance from Santa Fe South Dev. Corp"
• School will have ability to be a separate entity at the end of the agreed 

term (3 years)
• Sustainability coming - “quadrupled enrollment numbers to 160;”
• Santa Fe South financial commitment, fundraising to support 

repayment

Questions, any action tabled until June 25, 2020



Merger Questions
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SCHOOL FINANCES SEPARATE ENTITIES – 70 O.S. § 3-135 & 70 
O.S. § 18-118

WHY WOULD SANTA FE SOUTH DO THIS SPONSOR CONTRACT: NO ASSIGNMENT,
NO MATERIAL DEVIATION

FROM APPLICATION AND EDUCATIONAL 
PROGRAM



Merger Questions

• Transactional documents exist for the M&A and 
loan?
• Assumption of liabilities, employees, separate 

entities, who is the lender?

• Santa Fe South (schools) or SFS Development Corp. 
If the public school entity:
• Prohibited from diverting funds to another 

entity – 70 O.S. § 18-118
• Separate entities; different sponsors
• Low expenditures on instruction (47%)

• Different entities?
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Merger – SFS Dev. is Santa Fe South

22

Same leaders on both sides 
of transactions

Pass-through entity: Santa 
Fe South acquired property -
> SFS Dev. See 2012 lawsuit. 

Santa Fe South then 
quitclaimed title to SFS Dev.

More than 95% of SFS Dev. 
revenue comes from Santa 

Fe South.

Expended more than $4.6 
million, but no employees 
for SFS Dev. and no office 
space expense (SFS Dev. 

tax return)

Same addresses (SFS Dev. 
tax return)

$421K management fee paid 
to SFS in 2019; $4.8M total 

paid in 20-21



Operations & Finances – Loan, Security and Line of Credit

• Approved SFS Development Corp., Inc., loan "pending approval by Walton Foundation and 
allowing board members 48 hours to review contracting language…” (Aug. 6, 2020)

• Approve loan Loan Agreement, Security Agreement, Line of Credit
• Short-term loan: $50,000
• Multi-year loan: $250,000
• Commitment: loans to not exceed $500,000 at one time; Maturity: January 31, 2024
• Interest: 0% until January 1, 2022;
• Conditions precedent & covenants: Lease on School Premises for rights of SFS if Default
• Default has occurred
• Collateral: "secured by a first and superior lien against all assets of Borrower"
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Operations & Finances (June 2020)

• 6.15.20 – “best that Sovereign Community School terminate its contract with the State Board of Education, 
effective June 30, 2020”
• Site under Santa Fe South Schools
• Rose State has accepted sponsorship of SFS Sovereign Community School
• Negotiate with Rose State to serve as a sponsor; Rose State accepted Santa Fe South application to 

operate Sovereign
• 6.19.20 – “In order for SCS to remain viable, all financial obligations have to be dealt with.”

• Contributions to TRS have not been made
• State Board continuing sponsorship may be preferable
• Santa Fe South Development Corp. financial assistance to SCS. A 0% interest loan and all rental payments 

go to maintenance, cost to acquire and upgrades on property
• Reconstitute governing board

• 6.25.20 – State Board meeting
• Authorize expansion to 5th grade (increase enrollment to 160 by Fall 2020);
• SCS to obtain an independent financial audit, to be conducted immediately and reported on as soon 

as possible; and
• Monthly financial reports to be provided to OSDE/OSBE 24



Operations & 
Finances
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Approve 2020-2021 budget with “ability to 
adjust” (July 9, 2020)

Temporary appropriation of $200,000

Approve updated budget (July 16, 2020); 
Minutes reflect it as a “temporary budget”
• Omitted debt
• Increase administrative salaries; decrease teacher 

salaries despite adding instructional grade



Operations 
& Finances

• $12,000 Net Assets (Aug. 6, 2020)
• Bus driver approved to be a signatory on financial 

account, including debit card. (Aug. 6, 2020)
• End year with a $ -21,336.52 carryover (Dec. 3, 2020)
• "do not have an absolute timeframe set for repayment 

(Dec. 3. 2020)
• $11,976.81 Net Assets (Dec. 31, 2020).

• $102,500 PPP, $300,000 SFS loan, TRS debt not included
• $205,218.95 General Fund balance (Jan. 20, 2021)

• Not accounting for loans and certain debt

• TRS paid in full. $57,570.92 (Feb. 2021)

• PPP forgiveness (March 2021)
• State Aid: $171,988.20 for remainder of year (March 2021)

• Does not account for SFS Dev Loan
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Operations 
& 
Finances -
Audit

• Lack of segregation of duties. School: will correct when 
positions are hired.
• Contracts for administrative and support staff were not 

in place
• Purchase Orders were not being signed, did not have 

supporting documentation, invoices were not signed 
and dated prior to the purchase order date. Pervasive.
• Meeting minutes not signed as approved
• PPP loan repayment unless forgiven; need to contact 

lender and seek forgiveness.
• Meetings identified as "emergency meeting" and does 

not qualify as such
• Purchase orders approved not reflected in meetings
• Did not provide notice of meeting dates to Oklahoma 

County Clerk
• Agendas for meeting did not identify date, time and 

place of posting
• "New business" and "executive session" improperly 

used and identified 27



Operations & Finances - Audit
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"almost exclusively" used a debit card for purchases

Inadequate documentation on activity fund purchases

Travel, meals and lodging expenses did not have sufficient detail for reimbursement (date, 
location, mileage, per diem, overnight expense, etc.)

Bond coverage not obtained

Meal service to students not confirmed to follow guidelines and procedures

General fund and activity fund checks issued for "cash."



Summary
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Application not 
adhered to in core 

areas
Bad financial audit

Fail to adhere to 
contract and 

probationary terms

Delayed and 
inaccurate reporting

Non-compliance with 
Open Meetings

Finances are based on 
hopes (grants, 

increased enrollment) 
and lending



Contract –
Breach, 
Termination 
& 
Dissolution

• Breach: Fail to meet or violate provision of Applicable 
Law, Contract or Performance Framework and 
effectiveness of Program
• Termination:
• Failure to meet requirements for student 

performance
• Failure to meet fiscal management standards
• Violations of law
• Other good cause – material violation of the terms, 

conditions standards or procedures in Contract 
and/or Applicable Law

• Termination shall occur no sooner than the end of the 
current school year, unless a different data is reasonably 
necessary to protect health, safety or welfare
• The sponsor shall give at least ninety (90) days' written 

notice to the governing board prior to terminating the 
contract
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Contract – Termination & Dissolution

• Upon termination, School Board will conduct winding up of affairs
• Sponsor is not responsible for and will not assume any liability incurred by the 

School
• School and personnel will fully cooperate with winding up
• School to have adopted a policy specifying method for disposing of real and 

personal property
• Real or personal property purchased by the School with public funds is retained 

by Sponsor
• Assets not purchased with state or local funds and owned by the School, after 

paying School’s debts and obligations, to be donated to other schools
31


